Increasingly in the European Union low paid employment and job quality have become important policy issues. Recently job satisfaction has been used as a proxy for job quality. This paper uses the British Household Panel Study (BHPS) from 1991 to 1997 to explore further these issues. First we define low pay using the two thirds of the median classification and examine the levels of overall job and pay satisfaction for the lower and higher paid groups by gender. Given the importance of comparative income measures in the literature this paper focuses both on the actual level of pay and comparison pay, which is derived from a nationally representative sample in the New Earnings Survey. Second, we use a randomeffects estimator to deal with problems of individual heterogeneity in the sample. Third we explain changes in job satisfaction by changes in pay and other individual and industrial characteristics. The paper has particular relevance to current policy issues. For instance, if low paid workers generally have high levels of job satisfaction this casts doubt on the suggestion that low paid jobs are invariably of low quality. The results suggest surprisingly that there is no clear evidence that higher paid workers have higher job satisfaction than lower paid workers. This is particularly the case for women, which may be in accord with the compensating differentials theory as opposed to good jobs versus bad jobs view of the labour market. But it also emphasises that pay is not everything. This implication is reinforced when we consider mobility from low to higher paid jobs and vice versa. It is by no means always the case that moving from a lower paid to a higher paid job leads to increases in job satisfaction.
INTRODUCTION
Public policy concern about the position of the low paid worker has grown in the UK as earnings inequality has risen to unprecedentedly high levels and this has been reflected in the introduction of minimum wage legislation with a statutory minimum set initially at £3.60 per hour for adults in April 1999, raised to £4. 10 European Union there has also been concern about low pay and an attempt to link this with the perceived low quality of work, with one report suggesting that "policies towards low-wage jobs should centre on their quality at least as importantly as on the level of pay which they provide" 1 . Part-time work in particular has been the subject of attention because of its relatively low pay, poorer conditions and limited career prospects, but similar arguments apply to temporary employment and fixed term contracts.
Job quality consists of a number of elements. Thus, Beaton (2000) distinguishes between the economic contract and the psychological contract, the former focusing in the effort/reward relationship and the latter on working conditions. A further distinction is made between extrinsic and intrinsic job characteristics, the former being concerned with financial rewards, working time, work/life balance, job security and opportunities for advancement and the latter with features such as job content, work intensity, risk of ill health or injury and relationships with co-workers and managers. Because of this diversity Beaton rejects the possibility of reducing these aspects of work to a single dimension in order to rank the range of jobs according to their quality. Similarly the EU (2001) Employment in Europe report, suggests that in the absence of a single composite indicator, any analysis of job quality must be based on data on both objective and subjective evaluations of the worker-job match.
We, in contrast, take the view that job satisfaction can serve as a reasonable proxy for job quality. Our data set, the British Household Panel Survey (BHPS) has information not only on overall job satisfaction, measured on a score point scale but also various facets of job satisfaction including promotion prospects, total pay, job security, relations with boss, ability to use initiative, the quality of work itself and hours worked. 2 If overall job satisfaction can be explained by these individual facets of job satisfaction, then the former should serve as a reasonable proxy for the overall quality of work as perceived by the individual worker. 3 The European Union (2001) takes a dual labour market approach to the question of job quality, suggesting that "there is some evidence of a two-tier labour market where the first tier is made up of jobs subject to decent pay, relative job security and career prospects, involving generally good working conditions. The second tier comprises not only unemployment and discouraged workers, but also those employed in jobs of low quality, which have low pay, precarious employment relationships or lack of further education and career prospects." (page 79).
The Report also notes that 65% of workers in jobs of good quality (and high pay) report high levels of job satisfaction, as opposed to only 30% in jobs of low intrinsic quality (with low pay). EU, Employment in Europe 2002 goes further in including job satisfaction in its definition of quality of work, and claims on page 83 that in all Member States self-reported job satisfaction is strongly positively correlated with wages, job status and job related skills acquired through training. Yet econometric results contained on page 109 in Annexe 3.1 show a significant negative association between high skill and job satisfaction when controlling for the hourly wage, which calls into question the earlier claimed link between low pay and low job quality. In this paper we test whether or not similar results apply in Britain.
In contrast to the issue of job quality, the measurement of low pay is relatively straightforward. We use a conventional two-thirds of the median for hourly earnings to identify the low paid and compare these to the remainder of the sample (higher paid), correcting earnings over the first seven waves of the BHPS for changes in the retail price index.
The determinants of job satisfaction are analysed, separately by gender, and split according to whether or not the individual is low paid. We use principal components analysis to ascertain which facets of job satisfaction are key to the explanation of overall job satisfaction. We then attempt to make use of the panel element of the BHPS to deal with the problem of unobserved heterogeneity. That is, certain reported levels of overall individual job satisfaction may be recorded because underlying unobservable characteristics, which vary across individuals, may increase the probability that a certain level of job satisfaction is reported as opposed to another. One such example may be that depending on an underlying and continuously changing emotional background, the influence of an individual's emotional state or "mood" may influence positively or negatively his or her reported levels of job satisfaction at an interview irrespective of job, industry or other personal characteristics. The correlation over time in reported levels of job satisfaction may then simply be due to the fact that this underlying "mood swinging" is a random variable in the sample. This type of unobserved heterogeneity or "happiness proneness" explanation is modelled as a random effect that allows for variation in each individual's propensity for being happy in his or her job over a seven year period. Thus, random effects ordered probit is the estimation procedure.
(1983) and Mangione and Quinn (1975) find a negative correlation between job satisfaction, and both absenteeism and worker productivity.
Finally, we consider the effect of wage mobility on job satisfaction. Does job satisfaction increase if, for example, individuals move from low paying to higher paying jobs? This is the focus of concern in this paper. Other questions not considered here are whether the same applies to movements up the wage ladder within the low paying sector and whether job satisfaction falls when the movement in pay is in a downward direction.
SOME DESCRIPTIVES
We consider the first seven waves of the BHPS covering the years 1991 to 1997. At the start of the period the female median wage was 70.3% of its male equivalent and at the end 79.2% measured in hourly terms. Consequently the female share of the low-paid fell over the period. While 12.82% of men were low paid in 1991 by 1997 the figure had risen to 13.78%; the corresponding figures for women being 33.04% and 28.72% respectively (Table 1) . Surprisingly, the overall job satisfaction of the low paid is greater than that of the higher paid (Table 2 ) -5.54 as opposed to 5.36. This is generally true for facets of job satisfaction, with the notable exception of satisfaction with pay, with a figure of 4.30 for the lower paid compared to 4.70 for the higher paid here. It is not the case therefore, that the lower paid are not concerned about their level of pay in determining the level of overall job satisfaction. Of course the characteristics of the lower and higher paid differ with the former containing higher proportions of young workers (aged 18-25), females, the less educated, part-time workers, non-unionists, private sector employment, employment in small firms, service sector employment and unskilled work.
When the sample is split by gender (Table 3 ) overall job satisfaction is higher for women than men in both low paid and higher paid segments. In fact low paid women have higher overall job satisfaction than any of the other groups. Women have higher satisfaction than men in each of the facets of job satisfaction on both sectors, apart from satisfaction with job security in the higher pay sector.
One way of illustrating these relationships more clearly is to use cumulative density functions. From the individual responses we can calculate the response frequency for each satisfaction category i = 1, 2, 3, 4, 5, 6 and 7. We can then compare for each type of job satisfaction, the cumulative response frequency. Thus, let F j (i) denote the fraction of respondents in group j who report a satisfaction level less than or equal to level i. Hence if for two groups, say j and j' we find that F j first-order
for all i we can say that employees in group j are unambiguously more satisfied than the workers in group j'.
The figures contain the results for overall job satisfaction and seven facets of satisfaction. A group of employees is unambiguously more satisfied than those of another group if the former's curve lies entirely below that of the latter. In the case of overall job satisfaction this is so apart from, marginally the case at the left of the distribution, implying that the low paid are more satisfied than the higher paid. The split by gender implies that women are unambiguously more satisfied at work than men.
Turning to facets of job satisfaction the lower paid are unambiguously more satisfied than the higher paid with their boss and with job security. In other cases there are cross-over points, but in the case of satisfaction with promotions, work itself and hours of work more satisfied low-paid workers are more satisfied than higher paid workers with the same scores for moderate to higher satisfaction levels. The exceptional case is satisfaction with pay where the higher paid are unambiguously more satisfied than the lower paid. Split by gender lower-paid women are unambiguously more satisfied with pay than lower-paid men and similarly for higher paid women relative to higher paid men.
Finally, one way to assess the relative importance of job facets in determining overall job satisfaction is to use principal components analysis. The objective of this form of analysis is to find linear combinations of these variables with the greatest variance i.e. identifying underlying factors which contain most of the information contained in the overall variable. Satisfaction with initiative followed by satisfaction with work itself score most highly and appear to be more important to overall job satisfaction than satisfaction with pay. This facet does, however, appear to be more important for men than for women (Table 4) .
MODEL SPECIFICATION AND ESTIMATION
It is standard in labour theory to assume that workers attempt to maximise their utility (satisfaction) in terms of wage income-leisure trade-off. Yet, even though increasing hours of work may well decrease an individual worker's utility, it is an oversimplification to assume that utility depends solely on income and hours of work, as the above analysis of facets of job satisfaction confirms. Thus, Hamermesh (1977) and Borjas (1979) Following Clark and Oswald (1996) we can represent the utility from working as a type of sub-utility function, u, contained within an overall utility function, v. Thus
ZKHUH X UHSUHVHQWV XWLOLW\ IURP ZRUN DQG LV XWLOLW\ GHULYHG IURP QRQZRUN VRXUFHV being determined quite differently and dependent on factors such as family life, friendships, health and personal non-economic variables. The utility from working can then be represented as u = h(y, h, i, j) [2] where y represents income, h is hours of work and i and j are sets of individual and job specific characteristics respectively.
It has recently become fashionable to suggest that utility is a function not only of absolute income, but also of relative income (Rees, 1993) . That is, when a worker's earnings fall relative to those of others, there is a feeling of relative deprivation.
Hence the utility function is expanded to incorporate an additional variable y* which attempts to capture an individual's reference income. Hence, we have
Thus utility is assumed to decline with an increase in the comparison pay level y*.
We calculate y* using seven years (1991) (1992) (1993) (1994) (1995) (1996) (1997) To examine the impact of a job change on job satisfaction we estimate probit regressions of the increase in job satisfaction on the changes in a set of individual specific and job specific characteristics. A similar approach has been adopted by Francesconi (2001) . The dependent variable is equal to one of the worker reports a higher level of job satisfaction between any year t-1 and t, and zero if the worker reports equal or lower satisfaction between two successive years in the panel.
REGRESSION RESULTS (a) Random Effects Ordered Probit
Our data are taken from the first seven waves of the BHPS, covering the period 1991-1997. The sample includes 27,184 observations when individuals are aggregated across years. Of these, 21,329 are defined as higher paid and 5,942 as lower paid.
First of all we ran the model for the whole sample and split by gender to see if our results accord with earlier work. In general this is confirmed (Table 5 ) with both absolute and relative pay being significant for the total sample, tenure and age being u-shaped, and satisfaction being negatively related to education, size of establishment and trade union membership. Particularly noticeable is the fact that overall job satisfaction is declining over time up to wave 5, recovering somewhat thereafter as indicated by the wave dummies. Noting that women report significantly higher levels of job satisfaction than men we next split the sample by gender and find that the decline in job satisfaction over time is sharper for women, and there are also important differences in the determinants of job satisfaction. For women absolute pay is significant, but not comparative pay. Total hours are, however, significantly negative for women, but significantly positive for men. This is consistent with pay being much more important to men than to women in determining satisfaction at work. Age as well as tenure is significant for women; married women but not men have significantly higher reported levels of job satisfaction, with children having a significantly positive effect in the case of women; there are significantly higher levels of satisfaction for both men and women in each of the regions relative to the omitted region (London); there are, however, some gender differences across industrial sectors and occupations which may reflect a degree of gender segregation.
Finally we include a job change (voluntary quit) variable that takes the value of one if the last job move was to a better job or promotion and zero for involuntary departures on the grounds that the former is more likely to lead to a satisfactory job match. This is highly significant in all cases.
Next we split the sample according to whether individuals are low paid or higher paid.
( Table 6 ). Women are significantly happier at work than men, whether low paid or higher paid. While the log of the gross hourly wage is positive and significant for higher paid workers it is negative and significant for the low-paid group. In order to cast more light on this perverse result the sample was split by gender (Table 7) For lower paid men the log hourly wage is insignificant but positively signed. For women the negative sign and significance remains for the low paid group. Though, the sign is positive for higher paid women it is not significant at conventional levels. In general these results are consistent with men's job satisfaction being driven more by pecuniary aspects of the job than women. The perverse sign on absolute pay for low paid women might reflect the fact that to earn more such women have to sacrifice substantial non-pecuniary benefits within this segment of the labour market. It should be noted that our hourly pay variable includes an overtime component and it is possible, therefore, that the higher earnings of women in the low pay category reflect additional overtime working. To examine this job satisfaction equations were run with basic pay and standard hours. In this formulation the significance of the absolute pay variable disappears (t = -0.50), though the negative sign remains. Thus, it appears that the perverse result is mainly due to the fact that overtime working reduces the job satisfaction of low-paid women more than the premium overtime pay increases it.
To cast further light on this random effects ordered probit regressions were also run for satisfaction with pay (Table 8 ). This confirms that higher pay has a significant effect in increasing satisfaction with pay for low paid as well as higher paid workers.
Splitting the sample by gender there are highly significant positive coefficients on the absolute pay variable for both low paid and higher paid men and the same is true for women, although the t statistics are somewhat lower. For low paid women, but not higher paid women the comparison pay variable is appropriately signed and significant.
Finally, regressions were run for satisfaction with work itself (not reported here).
These are similar to those for overall satisfaction. For women neither relative nor absolute pay has a significant effect on satisfaction with work itself. Neither category of pay is significant and appropriately signed for low paid workers or for higher paid women. Clearly pay matters much less for women than for men in determining job satisfaction.
b) Pay Mobility-Probit Estimates
During the seven year period 1991-1997 there were 2,328 job changes involving movements either from low pay to high pay or the reverse. There were slightly more movements from low pay to high pay (1,297) than from higher pay to low pay (1,031).
Given the nature of the sample it is possible for an individual not to move at all or to make multiple moves from one state to another. In practice, of those individuals moving from low paid to higher paid jobs 88.13% made one such move, 11.18% made two such moves and 0.69% three such moves. Similarly 87.49% of those who moved from higher paid to low paid jobs made a single such move compared to 11.93% who made two such moves and 0.58% who made three moves.
Before we present the results for the impact of moving out of low pay on the probability of increasing job satisfaction, it is useful to consider the percentage of employees that make this move and the direction of change in their overall job satisfaction. Table 9 highlights these descriptive statistics. Seventy-four percent of our sample are those higher paid who remained higher paid between periods t-1 and t. Fourteen percent of our sample are those low paid workers who remained low paid. Of the low paid in the whole sample only about 7% move to higher pay, which is about only 27% of all low paid at t-1, while 5% of the higher paid in the whole sample become low paid, which is about 8% of all higher paid at t-1.
We are particularly interested in what happens to job satisfaction when such moves occur and the extent to which job satisfaction responses remain stable when no such movement occurs. In fact about one-third of those moving from low paid to higher paid jobs report an increase in job satisfaction, but about a quarter report a reduction in job satisfaction. The latter could be explained by job changing increasing job insecurity or perhaps the more demanding nature of a higher paid job more than offsetting the increased financial compensation. For women the proportion expressing a reduction in job satisfaction when moving from a lower-paid to a higher paid job is, lower than that of men, but so is the proportion expressing an increase in job satisfaction. 4 We can now present the regression results for the impact of moving out the low pay on the probability of an increase in job satisfaction. Recall that the dependent variable is equal to one if the worker reports a higher level of job satisfaction between any year t-1 and t, and zero if the worker reports an equal or lower level of satisfaction between any two successive years in the panel. A large number of regressions are run by gender, age and education categories as well as for part-and full-time workers. Table 10 shows the probit coefficients and standard errors, the baseline probability (that is the probability of experiencing an increase in job satisfaction evaluated at the sample mean of the distribution of the various groups under analysis), and marginal effects (that is the effect on the baseline probability of an increase in job satisfaction from having moved out of low pay). This table does not distinguish, however, between moving out of low pay within an existing employment unit and moving out of low pay by changing employer.
Having moved out of low pay in the last year only significantly increases the job satisfaction of all women at the 10% level, (with a 3.7% higher probability) and younger women (5.3% higher probability). There is a stronger effect for men with no qualifications (14.1% higher probability) and a significant effect also for women with intermediate qualifications (5%). Finally, significant effects only apply to those in fulltime employment, again at the 10% level. For women who move voluntarily (either to a better job or because of promotion) there is a 9% higher probability of an increase in job satisfaction, but this variable is not quite significant for men.
Another series of probit results are presented in Table 11 , of the impact of moving out the low pay on the probability of an increase in satisfaction with pay. Having moved out of low pay significantly increases the satisfaction with pay of both men and women (9.5% for men and 10% for women). These effects are stronger for younger women (14%) and younger men (10%) than older women and men. The effects by educational category vary by gender with all education levels being significant for men, but only intermediate qualifications for women. The effects are stronger for full-time than for part-time workers and similarly for those who left their last job voluntarily. These results tend to confirm the earlier suggestion that the reason for the negative association between pay and satisfaction for low paid women must be explained by a relationship between pay and unmeasured non-pecuniary benefits of work.
CONCLUSIONS
The finding that low paid workers have higher job satisfaction than higher paid workers casts doubt on the notion that there are "good jobs" and "bad jobs". Rather it appears that low paid workers obtain compensating differences in the form of nonpecuniary benefits.
There is, therefore, no justification for the European Commission's assertion that low paid jobs are inherently jobs of low quality, at least as far as the British evidence is concerned.
It also appears that pay is not the dominating factor in terms of job satisfaction, particularly in the case of women. Facets of job satisfaction such as satisfaction with initiative and satisfaction with the nature of work itself rank more highly.
Nevertheless, even for the low paid there are benefits for the average worker in escaping from the low pay segment in the form of significantly higher pay satisfaction. Having moved out of low pay in the last year significantly increases the job satisfaction of both men and women, particularly those aged 35 or less. There is an even stronger effect for men and women with intermediate qualifications. Finally, while for women there are significant effects for both full-time and part-time women the effect is stronger for the former. For men there is no significant effect on job satisfaction in moving out of low pay for part-timers. Further, it is not invariably the case that apparently favourable job changes lead to increased job satisfaction.
There are examples of job satisfaction declining with movements out of low paid work and there is no significant relationship between voluntary quits and increased overall job satisfaction for men. It may be that job changes lead to increased job insecurity at least in the short-term. Table 7b Higher Table 10 The impact of moving out of low pay on the probability of an increase in Job Satisfaction: Probit Estimates Notes: The dependent variable is equal to one if the worker reports a higher job satisfaction between any two successive years t-1 and t, and zero if the workers reports equal or lower job satisfaction between the two years. Each regression also includes changes in: marital status, education level, health, region of residence, number of children in the household, part-time employment status, union membership, hours of work, firm size, industry sectorand reason for leaving last job. Standard errors are in parentheses. ***, **, *denote significance at 0.01, 0.05 and 0.10 level respectively. Table 11 The impact of moving out of low pay on the probability of an increase in Notes: The dependent variable is equal to one if the worker reports a higher job satisfaction between any two successive years t-1 and t, and zero if the workers reports equal or lower job satisfaction between the two years. Each regression also includes changes in: marital status, education level, health, region of residence, number of children in the household, part-time employment status, union membership, hours of work, firm size, industry sector and reason for leaving last job. Standard errors are in parentheses. ***, **, *denote significance at 0.01, 0.05 and 0.10 level respectively.
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